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1. CHOU En-lai, completely oceunied with other Autiea ns Prepier organizing
25X1 a nev governrent, leaves all foreisn affairs to CHIAO Mu, YANG Kang, and
UAYG Ping-nan. These ren, in their turn are also otherm-ige enpnped in
25X1 attending varions narty meetings and selvine »etty adrinistrative -roblers:
TANG, who heads the foreign molicy committee has no staff nor reference
25X1 raterial exceot a fey old covies of the New York Tires, CHIAO devwends
on the bandouts of the Goveriment news ngency, the Wew China Wews Agency,
and VARG is entirely vreoccunied with housing roblems. The Frreign
Office has no office swace, vorking.in the hntel rooms occuvied by the
staff.

2. O0fficials in charge of foreisn affairs have at best only a sunerficial
and incorrect knowledge of the molicies, official wogition, ani -mblic
ooinion of the Western Powers and of the "ractices of Ainlomatic inter-
course. Like rmost sections of the Chinese Corrunist Governrent the
foreign affairs is in cormlete chaos. The few foreimm nolicy decisions
that have been made have been made on an ad hoe basis by MAO Tse=tung

25X1 and CHOU, without adequate inforration or consideration
25X1 3| [the three cardinal nrincinles of Chinese Communist
foreign “olicy are as follous: o
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ss£8 go e rust hove allies. If CHIANG Kai-shek nnd the other resctionaries
gg £Q are allied with the U.S. we rust be allied 1ith the USSR. ‘
E g @ . .

g3, 5€ Po "It vould be a drenn for the Americans to exvect us bo snlit vith
29 § 24 the USSE, but the Ameriean Government can exmect thnt we will not
g 9.5 2 aluays be anti-American.
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2e .g-.g:: g fe. "le cannot have two enemies at one tire, but e can alinys have
§§: § ,.%’ 8 more than two friends."
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25X1 %*-  CHOU ani other Chinege Corvunigt Party (CCP) 1 hnt America
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is a nntion of voverty stricken slove labore~s exnloited by Wall Streeti
billionairea, who wish to exdloils China throush CHIANG Kai-shek. They
have no access %o inforrmnticn to the contrary. CIOU would like friend-
shiv with the Arericans, howvever, and orobably suspects that America may
be better than degeribed to him. |

| He cannot make overtures to the U.S5. at

this time, however, for fear of loss of Soviet frienishiv anl because he
is restralned by the »ro-Soviet faction of the CCP.

The attitude of the CCP toward the U.S. is strongly influenced by the
belief thet %hers will occur a deoression in the American cccnomy in the
near future comvarable to the soeial collange and chacs of China in the
oast few years. They believe that the U.S. has vast surnlusses that
must be Aumoved onm China %o stave off this deovression. A series of
lectures made by an American educated sveaker invited by CHOU on the sub-
Ject of world~wide economic conditions were amazing to the audiences of
naive Govermmeni officials in that it showed most of their beliefs %o be
yuite wrong. |

American orovagands is making relatively little impression on Comrunist
controlled Chirn. Very few pergons, not even the top leaders, listen to
the Voice of Arerica broadeasts. Soviet ovropagands is given all vossibloe
facilities but the resnonse o it is very poor; during the celebrations
of the October Revolubions when iheaters were recuived to show Soviet
filrs, theater owners complained of losing momey, since business was noor

cornared to that for American fiins.

Tn the past three months China hse had no news of the U.S. except as in-
ternreted by the Commmnists. ALl news is very heavily colored with
editorial comment; there ig no obdjective renorting. For the information
of the top officials of the Chinsse Communist Government a classified
newsnaper 1s circulated, which slso carries highly colored news.

During the Chinese People’s Political Consulatative Conference {GPFCG)
in Poiping in late September 1949 the non-Cormunist varties gained
corgidsrable status in the coalition governmend. When the basic sixty=
point nrogram was Arafted, merbers of non-Gomrunist varties wvere renre=
sented on all drafting committees. Agninst Comrunist opvosition they
effected significant changes in the program. Yhen the coalition
government was formed they gained many cabinet mosts, also against
Comrunist oovosition.

The Cormmunists »roved vulnsrable to the traditional rethods of nolitical

“bargaining: orestige to be accorded to the elder statesran, threats of

wvithirawval, of suicide, and si-iler tactics. The non~Comrunist narties

maintained a united front, despite Corrunist atiermis to bresk it Aown. :
These narties feel that they are now in a nosition %o influence volicy ~
and to increase their sirength. . '

The Bational Democratic Reconstruction Associntion (WoRa B X 3E @ ’%‘ )
is made uo of the Wational Salvation Association, Vocational Education
Party, and iz&lividual non=Corminist industriaiists and bankers. HUANG Yen~
viei (% 32 $5 ), a member of Central Peovlets Government Council, Denuty
Premier of the State Administrative Council and Minister of Light Industry
of the Chinese Cormunist Governrent is hend of the WDRA, which narty alse
includes a Vice Minister of Iabor, the rest of the Ministry of Light
Industry, and o devuty chairren and members of the econmomic and finance
cormittees of the State Administrative Council. Throuch 1ts 1ofluencs in
the financial ani light industry Adivisions of the Government, in which the
Chinese Communist Party is commletely lacking in commetent nergonnel, the
WORA hoves %o conitrol the national econonmy. The WDRA hones %o cooverate
with other non=Comrunist groups, end build uv a oro-Wesiern orientation in
the Chiness Corrunist Parfty.

Members of other non-Comruni=t variles, such as the Kuomintang Revolutionary
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Committee Government, are usvally figureheads, with no sources of nnover
excapt their versomal orestize. The WDRA, however, is cultivating some
of these peovle,as the Communists seek thelr advicoe and defer to thelr
opinion.

12. TWon-Communist leaders have found it necessary to make public disavowals
of friendshiv with Arerica in order to nreserve the volitical gains they
have made, as any frienily gesture by foreizn countries other than the
USSR mnde toward them results in an immedinte change in attitude on the
part of their Communist colleagues. Sinee the non~Communists are overating
by very subtle reans they are fearful of having their names or those of
their oarties linked with countries labeled by Commmist provaganda as
reactionary or irmvmerislistic. )

" 13. Salarles of Chinese Comrunlst Government officials are generally below
the minirum to orovide adequate nourishmens. Certnin non=Comrunist
officials are receiving favorable trentment, but this is referred %o in
a derogatory menner in Commmist nrovaganda. Low vay scales are found in
Government controlled industry, vhers pay is lower than im vrivate
industry.

" 1. There ie » high incidence of illness amome official n ;
25X 1 malnutrition. |

| [many orominent Comrunist officials are suiding for
25X1 €ifts of books and medicines which can be murchased only with foreign
exchange.

15. The Govermment is pasing ite policy planning on the supposition thab all
China, including Taiwan, will have been teken over by early summer of

25X1 1950, the mainland by January 1950. [ |the Commanist
military planners have consistently overrated the Nationalists and the

25X1 Covernrent is unnrevared in terms of volicy and versonnel to take over
the entire country. [ |however, the Govermment mast take

25X1 - advantage of this gituation and stuly and learn how to run the countyy,

seeking help from sympathetic non-Comrumist groups.

16. The sixty-point basic vrogram adopted by the OPPCC states the minimum
aims of the Government for China. CCP leaders have sef the target date
as 1970 to complete the vrogram. Covernment agencies are now develoving
concrete plans after the patiera of the Soviet "Five Year Plans®, to
implement the vrogram. The planners are consulting fully with and
accepting the advice of non-Communist members of the Government, baruvicu-
larly in economic matters.

17. = Very few plans are firmly fixed yet; irmediate vressing oroulems are
settled by high-ranking Communist leaders on a murely ad _hoc basis. These
leaders find they are much occuvied with vetty administrative matters ~and
openly comvlain that their subordinates are not commetent. They avre
relying increasingly on experts who are not Communists. '

25X 18. the Ministries of Trade and Heavy Industry] |

|admit the fallacy in the varty line that the USSR can )

25X1 supply China's import requirements. Although requirements have not been

25%1 caloulated in detail it is already obvious that economic reconstruction
will demand materials only Yestern countriez can provide. The same situ-
ation holds true with regard to technical advice.

19. Meanvhile the Government »lans to £ill their immediate regquirerents by
barter with the USSR ani by purchase through Hong Enng.  Barter agreements
similar to the one comnleted between the USSR and the Northeast Goverament
ara expectad to be made botween the USSR and North China. ZThese agreements
are to supply the immediate need for petroleum products.

20.  The Government will allow nmo further fmmorts of foodstuffs, esveclally
rice. Since the present deficiencies are the resgult of raising fond with
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a low calorie content, farmers are to be ordered to grow such things as
sweet potatoes. China will grow her ovn cotton also.
Becnuse the TSSE is the only available source of rolling stock and

equivment, the Government is now nlenning %o convert Chinats railroads
Yo the wider guage of the Russian railroads.
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